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REF: A. STATE 073763 B. MANILA 3935 C. STATE 058712 

1 . E/C COUNSELOR AND AGATTACHE MET WITH GOVERNOR DE OCAMPO APRIL 1 
AS FOLLOW-UP TO MEETING WITH MRS. REYES REPORTED REF B. PRIOR TO 
MEETING, AGATTACHE HAD RECEIVED FOLLOWING LETTER, DATED MARCH 25, 
FROM GOVERNOR DE OCAMPO: 

QUOTE. RELATIVE TO YOUR LETTER DATED MARCH 12, 1976 CONCERNING THE 
OUTSTANDING COTTON CONTRACTS OF YUPANGCO COTTON MILLS, INC. WITH 
COTTON IMPORT AND EXPORT CORPORATION (CIEC), WE WISH TO INFORM 
YOU THAT IN VIEW OF CIEC'S REFUSAL TO ABIDE BY THE DECISION 
RENDERED BY THE PHILIPPINE COURT ON THE CASE FILED BY YUPANGCO, 

WE BELIEVE TI WILL NOT BE IN ORDER NOW FOR DBP TO URGE YUPANGCO 
TO HONOR ALL ITS OTHER CONTRACTS WITH CIEC. PARA. ON THE OTHER 
HAND, MAY WE CALL ATTENTION TO THE FAILURE UP TO THIS DAY OF 
STARKE TAYLOR TO HONOR ITS OWN SUPPLY CONTRACTS WITH SOLID MILLS, 
INC.? UNLESS THE U.S. EMBASSY IS ABLE TO GET STARKE TAYLOR TO 
HONOR ITS OWN CONTRACTS, PLEASE BE ADVISED THAT WE SHALL FIND 
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THE LETTERS OF CREDIT FOR THEIR REMAINING PAST DUE CONTRACTS. 

END QUOTE. 

2. YUPANGCO. 

A. IN CONVERSATION, WHICH DEVELOPED IN CORDIAL, 

UNDERSTANDING MANNER, GOVERNOR DE OCAMPO DOWNPLAYED HARD LINE 
STANCE TAKEN IN LETTER, ALTHOUGH HE RESTATED VIEW THAT DBP NOT 
IN POSITION TO IGNORE COURT DECISION. EMBOFFS RESPONDED BY 
NOTING THAT THEY UNDERSTOOD AND SYMPATHIZED WITH POSITION IN 
WHICH DBP FOUND ITSELF. ON OTHER HAND, THEY POINTED OUT, DBP 
FACES REAL PROBLEM, EXISTENCE OF WHICH CANNOT BE IGNORED. 
ACCEPTANCE OF COURT DECISION IN YUPANGCO CASE COULD ESTABLISH 
RPECEDENT AND HAVE SERIOUS REPERCUSSIONS ON SYSTEM FOR SETTLING 
DIFFERENCES THROUGH LONG ESTABLISHED AND EFFECTIVE ARBITRATION 
PROCEDURES. 

B. DE OCAMPO HASTENED TO SAY THAT HE AGREED AND SUGGESTED 
TWO LINES OF ACTION. FIRST, CIEC HAD IGNORED COURT CASE; HAD 

CIEC BEEN REPRESENTED BY COUNSEL AND IF JUDGE HAD BEEN AWARE OF 
FACTS OF CASE (I.E., SPECIFIC SIGNIFICANCE OF CONTRACTUAL REQUIRE- 
MENT FOR ARBITRATION), DECISION MIGHT HAVE BEEN DIFFERENT. CIEC 
WOULD BE WELL ADVISED, THEREFORE, TO FILE APPEAL. SINCE STATUTORY 
TIME LIMIT WITHIN WHICH APPEAL MUST BE FILED IS DRAWING TO A CLOSE, 
DE OCAMPO SUGGESTED CIEC ACT PROMPTLY. VISIT BY CIEC REPRESENTA- 
TIVE TO MANILA TO DISCUSS PROBLEM WITH YUPANGCO MIGHT ALSO BE 
HELPFUL, HE SAID. SECOND, FOR HIS PART, DE OCAMPO SAID HE 
WOULD CONTINUE TO APPLY PRESSURE, MORAL AND OTHERWISE, ON 
YUPANGCO. HE PLANNED TO HAVE A FRIENDLY DISCUSSION WITH COMPANY 
TO PERSUADE THEM TO HONOR COMMITMENTS; HE THOUGHT HE MIGHT HAVE 
SOME SUCCESS SINCE YUPANGCO IS AWARE THAT ITS FUTURE REQUESTS 
FOR CREDIT MUST BE APPROVED BY HIM. IN MEANTIME, SINCE AFFAIR 
SEEMED LIKELY TO BE DRAWN OUT, DE OCAMPO SUGGESTED YUPANGCO BE 
PERMITTED TO OPEN L/C'S ON CAH 31. 

:. COMMENT: DESPITE TEST OF HIS LETTER, WE DID NOT GAIN 
IMPRESSION THAT DE OCAMPO IS IN FACT SEEKING TO TAKE REFUGE 
BEHIND COURT OR THAT, IN HIS MIND, COURT'S DECISION AFFECTS 
DBP'S, OR BY EXTENSION GOP'S, COMMITMENT THAT CONTRACTS WILL 
BE HONORED. JUDGING BY HIS LATER STATEMENTS, IT APPEARED THAT 
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THIS PORTION OF HIS LETTER WAS ELICITED BY OUR LETTER (REF C) 

AND MIGHT NOT OTHERWISE HAVE BEEN AS EXPLICITLY STATED. ON THE 
CONTRARY, DE OCAMPO APPEARS VERY MUCH AWARE OF DBP S OBLIGATION. 
THIS SHOULD NOT BE ALLOWED TO OBSCURE FACT THAT COURT DECISION 
COMPLICATES LIFE FOR DBP AND THAT DBP COULD USE SOME HELP SUCH 
AS THAT OUTLINED IN DE OCAMPO S FIRST SUGGESTED LINE OF ACTION. 

3. LIRAG AND UNITED ASIA. DE OCAMPO SAID DBP IS PROCEDING 
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WITH DEVELOPMENT OF SCHEDULE FOR OPENING L/C’S. HOWEVER, MRS. 

REYES IS ILL WHICH WILL CAUSE SOME DELAY. (NOTE: LOCAL PRESS 
CARRIED BRIEF REPORT SOME DAYS AGO TO EFFECT THAT GOP IS 
INVESTIGATING LIRAG FIRE ON SUSPICION OF ARSON). 

4. SOLID MILLS - STARKE TAYLOR. DE OCAMPO SAID DBP VIEWS 
CONTRACT CANCELLATION BY STARKE TAYLOR IN SERIOUS LIGHT AND 
BELIEVES IT TO HAVE BEEN UNJUSTIFIED. NEVERTHELESS, HE SAID, 

HE DID NOT WANT EMBOFFS TO BELIEVE THAT DBP WOULD NOT THEREFORE, TRY 
TO LIVE UP TO ITS COMMITMENTS. USG SHOULD REGARD STATEMENT 
IN HIS LETTER AS BEING "FOR THE RECORD" RATHER THAN AS AN 
INDICATION THAT DBP WOULD NOT CONTINUE ITS EFFORTS. IN FACT, 

HE SAID IN CONFIDENCE, HE WOULD PERSONALLY PUSH FOR THE OPENING 
OF LIRAG AND UNITED ASIA CONTRACTS, AND SCHEDULE WILL BE AVAILABLE 
SOON. 

5. COMMENT: WE INTERPRET MARKED CONTRAST BETWEEN DE OCAMPO'S 
WRITTEN AND ORAL STATEMENTS AS BEING EXACTLY WHAT HE INDICATED 
IT TO BE, NAMELY, THAT DBP FEELS STRONGLY ON THESE TWO POINTS 
AND WISHED TO STATE AS MUCH FOR THE RECORD; AT THE SAME TIME 
DBP IS NOT TAKING REFUGE BEHIND THESE ISSUES AND AT THIS POINT 
CONTINUES TO INTEND TO HONOR ITS COMMITMENTS. STARKE TAYLOR S 
REFUSAL TO REINSTATE ITS CONTRACT WILL SIMPLY MAKE THIS TASK 
MORE DIFFICULT - AND IN THE END, PERHAPS, IMPOSSIBLE. IN 
GENERAL, WE CONTINUE TO BELIEVE THAT IF STARKE TAYLOR WERE TO 
HONOR ITS CONTRACT WITH SOLID, WHICH IN OUR VIEW SHOULD NOT 
HAVE BEEN CANCELLED, IMAGE OF USG AND AMERICAN COTTON INDUSTRY 
ON ISSUE OF SANCTITY OF CONTRACT, WHICH WAS MAIN THEME OF U.S. 
ARGUMENT, WOULD BE SUBSTANTIALLY IMPROVED. 
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